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1. DURING JULY 14 MEETING WITH EMBOPF TO REVIEW GOI PER- 
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CEPTIONS OF EC COUNCIL DISCUSSION OF GOI PRIOR DEPOSIT PRO- 
GRAM, MINISTRY OP POREIGH APPAIRS (MPA) REP SPINELLI 
(EC/GATT APPAIRS OFPICE) CONPIRMED THAT ITALIAN PRIOR 
DEPOSIT MEASURE HAD BEEN AMPLY DISCUSSED BY COUNCIL 
(SEE REP C FOR MINISTRY OF TREASURY VIEWS THIS SUBJECT.). 

GOI PRESENTATION, ACCORDING TO SPINELLI, STRESSED BENEPITS 
OP MEASURE IN TERMS OF LIRA STABILITY AND REDUCED DOMESTIC 
LIQUIDITY, NOTED ABSENCE OF GOVERNMENT AND EXPRESSED CONCERN 
POR POSSIBLE EFPECTS IF MEASURE WERE LILTED AS SCHEDULED 
ON AUGUST 3. POLLOWING PRESENTATION, NO RPT NO SERIOUS 
OBJECTIONS WERE RAISED TO ITS POSSIBLE EXTENSION. GOI, 

ACCORDING TO SPINELLI, INTERPRETS THIS TO MEAN THAT NO 
RPT NO SERIOUS BARRIERS EXIST AT THE EC LEVEL TO AN 
ADDITIONAL TEMPORARY EXTENSION. SPINELLI INDICATED THAT 
THE GOI WAS CURRENTLY IN PROCESS OP DETERMINING NEXT STEPS; 

HE EXPECTED THAT A DECISION WOULD BE MADE WITHIN NEXT WEEK 
OR SO. COMMENT: IN REPTEL C, MINTREASURY DG PALUMBO 
SPELLED OUT GOI SCHEDULE IN SOME DETAIL. END COMMENT. 

2. EMBOFP NOTED THAT USG WAS NOT IN PAVOR OF 

PRIOR DEPOSIT SCHEME AS MATTER OP PRINCIPLE BUT THAT WE WERE 
AWARE OF DIFFICULT ITALIAN ECONOMIC AND POLITICAL SITUATION. 

EMBOPP REMINDED SPINELLI THAT USG WAS AWAITING A RESPONSE 

TO ITS REPRESENTATION ON DISCRIMINATION AGAINST 

US-FLAG CARRIERS AND EXPRESSED HOPE THAT EXTENSION, IF ANY, 

OF PRIOR DEPOSIT SCHEME WOULD TERMINATE SUCH DISCRIMINATORY 
TREATMENT. SPINELLI ASSERTED THAT A REPLY TO THE EMBASSY WAS UNDER 
CONSIDERATION AND THAT THE GOI WOULD RESPOND SHORTLY, 

PERHAPS BY EARLY IN THE WEEK OP JULY 19. 

3. PRESS REPORTS JULY 15 STATE THAT GOI HAS RECEIVED 
GO-AHEAD PROM EC EXECUTIVE COMMISSION FOR A THREE-MONTH 
EXTENSION BASED ON PORMAL ITALIAN REQUEST. PRESS NOTES 
THAT PORMAL RATIPICATION WILL BE FORTHCOMING ONLY AFTER 
ROUND OF CONSULTATION IN NATIONAL CAPITALS AND FORMAL 
CONSIDERATION AT EC LEVEL.VOLPE 
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